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Your
CPA’s
Responsibility

to you — and to

bankers, credit men,
investors and
other third parties who

have a legitimate interest
in your business.

No BUSINESS is completely private
these days. Usually someone else — a
banker, other credit grantors, a tax offi
cial, an investor — is interested in your
business and your financial statements.
It is important to you that these people
consider your financial statements com
pletely reliable. And this is where the
Certified Public Accountant is helpful to
all concerned, because of the standards
he observes, the procedures he follows,
and his known independence.
This booklet explains why the stand
ards observed by your CPA in reporting
upon your financial statements are help
ful to you and to others who have a
legitimate interest in your business affairs.
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Accountants
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Your Business is
Their Business
Suppose
you need a loan at the bank — or —
You need credit from a supplier —
You want to sell your business —
You want to bring in a partner —
You want somebody to invest in your
business —
You are involved in a tax argument —
In each of these cases, somebody else
— a third party — is concerned with facts
about your business.
Of course, he wants to see your finan
cial statements. He relies on them for
information he needs in order to decide
whether to give you the loan, invest his
money, or take whatever action may be
involved.
In reaching a decision, he is strongly
influenced by what your Certified Public
Accountant says about your statements.
He counts on your CPA for an impartial
opinion as to whether they present a fair
picture of your business.
This opinion is not formed by the CPA
merely by checking figures in your books
and records. He must also consider many
questions which require the exercise of

judgment, such as the adequacy of your
depreciation charges, the suitability of
your inventory valuation policies, what
accounting period items of income and
expense belong to — and a lot of others.
The value of his opinion rests on the
quality of his judgment and his complete
independence.
In short, the CPA acts like the umpire
in baseball. He is the “man behind the
plate” on whom everybody concerned
can depend for a fair decision.
That is why the CPA has to make sure
that his conclusions about your state
ments are clearly expressed. In doing so,
he is protecting you as well as the third
party.

Professional Standards

Your CPA, as you know, is a member
of a profession.
His national professional society —the
American Institute of Accountants—
works out standards and procedures after
consultation with other interested organi
zations, to help guide him in his work.
One of the most important recent ad
vances in standards is found in what ac
countants call “Statement on Auditing
Procedure No. 23.” This guide points out
that whenever a CPA’s name is associated
with a financial statement, he must either
give his opinion on the fairness of the
statement, or indicate that he is unable
to express an opinion, and why.

That is necessary because many en
gagements which a CPA undertakes do
not involve sufficiently complete audits
to enable him to express an opinion on
the financial statements as a whole.
But the value of the CPA’s opinion to
you or to anyone else depends upon his
reputation for independence, thorough
ness, and integrity. Therefore, he cannot
let his name be associated with a financial
statement without making perfectly clear
the extent to which he has or has not
been able to reach conclusions about it.
And so his report on the statement will
follow one of four well-recognized forms
— depending on the circumstances:
1. He may give an unqualified opinion,
which means that he has no reserva
tions about the statement.

2. Sometimes, he will give a qualified
opinion. When he believes the state
ments are a generally fair presentation
but if, for example, he disagrees with
the accounting treatment in certain
particulars, he states his exceptions as
a qualification of his opinion.
3. If he has not done enough work to
form a useful opinion on the entire
statement, or if the matters to which
he takes exception are of sufficient
importance, he will state that he can
not express an opinion, and why he
cannot.
4. In some types of engagements no
audit is made and no report is sub
mitted, but the CPA’s name appears

on the statement. In these cases, the
statement should be clearly marked so
that no one will think he made an
audit. A notation such as “Prepared
from the Books Without Audit” would
be typical.

In many situations, a statement with
out an opinion may be adequate for your
needs. But if third parties are involved,
or likely to be, you should discuss with
your CPA what you will need.
HowHelps
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Even if you have no reason to show
your financial statements to anyone else,
you still benefit when you know that your
CPA is following the standards and pro
cedures which are accepted in his pro
fession and by the public. You know you
are receiving work of recognized quality.
And, of course, you always benefit
from the fact that the CPA’s opinion
gives your statements added credibility
when they are submitted to others —
whether you plan to do so immediately,
or may have occasion to do so later.
As the client of a CPA, you are in a
position like that of the baseball team
owner. The owners pay the umpires. But
the umpire is independent. He has a duty
to everyone who plays in or watches the
game. Unless they all have confidence in
him, he is of no use to the team owners.
You retain the CPA. But unless every

one is sure he is impartial, his report on
your statements will carry little weight.
If you do not expect to show your finan
cial statements to a third party, you may
not feel that it is necessary to have the
CPA check your inventory, for example,
or your accounts receivable. He will
gladly provide the type of service you
desire. But he must keep in mind at all
times the effect that omission of recog
nized procedures will have on his ability
to form a useful opinion.

A Man oí Many Services
As a businessman, you know that there
are a good many kinds of accounting
services which do not immediately in
volve auditing or the accountant’s formal
opinion of your financial affairs.
You may want the CPA to examine
your bookkeeping procedures and help
you set up a more efficient system.
You may need help with cost account
ing, so that you can break down your
“outgo” and track each part of it to the
different operations of your business.
You may want the CPA to prepare
your income tax returns.
Whatever the nature of the work you
need done, if it lies in the field of ac
counting you will find the CPA prepared
to aid you.
And — you can have confidence in the
certified man because his competence
has been attested by the State which
granted him his CPA certificate.

